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New Year's Eve out in Vail to let that regulation go fon1ard 
because we \vere so far dmvn the road that 1 to hold it up 
would have imposed economic hardship on the industries which 
had geared up to implement the Federal rule. As a result, 
we are increasing the cost of trucks and trailers 5-7% and 1 

I now understand, this regulation may force many little 
companies out of business. I have no doubt that many of 
the energy regulations create the same kind of dislocations. 

The point here is that each one of you must control the 
actions of your departments and agencies to insure that the 
full cost of every proposal and regulatory action you take 
is laid out clearly. I think it is also important that this 
be done in time so that a real choice can be made between 
going forward or not. Too often, the economic consequences 
of the regulation only come to light so late in the process 
that there really isn't any opportunity to pull back. The 
pressures to go fonvard come from the legislation itself, 
from law suits which have been brought hv proponents on one 
side or the other, from industry who will be benefitted or 
hurt by the proposed rule and, often from within the agency 
itself \•1hen the Federal officials in charge of imp.le.mentat.ion 
become advocates for one course of action or another. 

As each of you makes the day-to-day regulatory and policy_ 
decisions, I want you to think through very carefully the 
impact of those decisions a year from now, five years from 
now, ten years from now. Think through \vhat vlill happen if 
those policies and programs are to be implemented by some 
future administration which might not be as 'conscious as we 
are of preserving the freedom of individual choice and the 
market mechanism. One discipline that should assist you is 
to ask three questions each time you face an important govern
mental decision: 

1. is the problem -- specifically -- that I am being 
asked to solve? 

2. Does the proposed solution in fact solve the problem? 

3. \iha't additional problems \vill this government "solution" 
create? It is this last step that we so very often fail 
to take. 

Of course, concerning the catalytic converter, we need to 
make a decision concerning my·proposed legislation which is 
now pending before Congress recommending that we adopt a 
modified California standard. I submitted this legislation 
because it \vas part of the compromise worked out \-rhereby the 
automobile manufacturers could achieve a 40% increase in auto 
efficiency by 1979, without a large increase in the cost of 
cars and with reasonable environmental standards still intact. 
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TO: 

THE 'vVH ITE HOUSE 

WASHINGTON 

March 19, 1975 

&.-.fnv1 CANNON 
DICK DUNHAM MIKE DUVJ\L 

o}t_ 

It 

FROM: Gle~ede 
r----~ ~ / 

SUBJECT: ; Auto Emissions - _..Fuel Econmny(..:_Catalyst --
This is Jtrst~ an update on activities that are 
being planned by others on the auto emission issue: 

underway or 

l. OMB held its first interagency meeting yesterday with the objective 
of developing a new Administration legislative proposal on .... auto 
em iss ions. Agenda at Tab A. 

Agencies represented included EPA, FEA, HEW, Commerce, 
Treasury, DOT, CEQ and Science Adviser. 
Papers are due by the next meeting (April 1) which look at the 
problem from four viewpoints: air quality, health, fuel economy 
and economic impact. 
This effort is the best thing going at present to try to bring out the 
data needed for an intelligent decision. Problems with it are: 

Agency representatives are somewhat skeptical of its legitimacy. 
There has been no formal communication to the heads of the 
agencies. The meeting was merely called by an OMB staffer 
after Jim Lynn okayed the idea. 
It's a part time activity for the agency staff people involved. 
The group will have to rely for balance only on two OMB 
staffers and one part-timer from the Science Adviser's office. 

2. EPA Assistant Administrator Strelow, FEA's Sant and DOT Assistant 
Secretary Stoney decided yesterday to call public hearings to get 
additional fuel economy data from the auto companies. Further 
checking indicates that: (a) no hearings have been set, (b) FEA and 
DOT are proceeding with "technical meetings" with all the auto 
companies today and tomorrow to get fuel economy information 
(assuming alternative emissions standards and the possibility of 
a 1979 sulfate standard). The plan is to have public hearings later 
to get any new information on the record. This FEA-DOT effort 
is now supposed to feed into the OMB effort as well as to the Zarb 
effort discussed below. 
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3. Frank Zarb supposedly is committed to having a meeting with auto 
companies within ten days of the last Cabinet meeting to try to 
come up with a new fuel economy agreement. This is an unrealistic 
target since there can't be a fuel economy agreement independent 
of a position of emission standards. Whether Zarb agrees with this 
is unclear. 
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TALKING POINTS - fvlEETING WITH SECRETARY COLENAN 

• 
and Administrative Philosophy . 

ment exercises tremendous power over State and 
governments, as well as the private sector. 

EXAL"IPLE: EPA's catalytic converter 

Many of DOT's regulations impose tremendous costs on con
sumers and can have major impacts on the profitability of businesses. 

EXAMPLE: DOT's truck anti-skid brake regulations will 
raise the cost of trucks and trailers S-7%. (This is 
under review in coordination tvith the Council on Wage 
and Price Stability, but the rule was adopted on 
January 1. The Domestic Council staff is. monitoring the review. ) 

I have attempted to do something about this problem, 
gov~rnment-wide, by requiring an Inflation Impact State
ment be prepared before any Federal regulation.~s issued. 
r-affi quite serious about this, and I want the analysis to 
be honest and done in time so that we can make a decision 
not to go forward if the economic costs outweigh the benefits. 

Another area in which your Department directly affects. the 
lives of countless people concerns the decisions which you 
are required by statute to make concerning whether to go 
forward with various public works projects. This ranges 
from approval of highways and bridge replacement to the 
building of airports and transit systems. 

I believe that we need to strike a far better balance 
between various national objectives, including developing 
energy facilities and other job-producing activities, versus 
our desire to protect the environment. Although many of the 
environmental laws which passed in the early '70s contain 
goals and objectives which I strongly endorse, I think the 
deck has become stacked against the forces for progress 
and development. It is far easier to stop a project than to build it. 

COMMENT: We recommend that you do not specifically 
refer to I-66 in your discussion of the growth/no
growth issue. 

Bankruptcies. One of the major problems that your Depart
ment faces is the bankruptcy and pending bankruptcy of 
several major transportation companies. I understand you 
are reviewing the progress of the United States Railtvay 
Association and its Preliminary System Plan to provide 
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rail service in the 17 States of the Northeast and 
Midt;est. The saga of the _!'enn Central bankrupt_£y is 
providing an excellent example of Hhat happens >~hen 
government neglect and over-regulation forces a major 
industry out of business. There is no doubt that the 
Federal taxpayer is going to pay a heavy Price. 

We have received, here at the White House, over 300 
calls requesting financial assistance for the Rock Island 
Railroad, which I Understand has just filed for bankruptCy. 
I support your position of declining to support direct 
Federal financial help but offering to work "ith the 
ICC and others to continue to provide rail service and 
do everything else possible to aid the employees of the company. 

That same kind of sensitivity will be needed as we con
tinue to work on the problems of Pan American and other 
airlines that are in trouble. I want to be certain that 
we show sympathy and compassion for the owners and employees 
of these companies in financial difficulty, but at the same 
time, do everything possible to limit Federal financial 
exposure except in the most extreme cases . 

Legislation. On Monday, I transmitted to .the Congress the 
aviation legislation, which is a good package. I appreciate 
your memo on this Subject and the compromises you were able to work out with the Congress. 

I understand that the Rail Transportation Im rovement Act 
will be ready for transmission, probably by Friday of this 
week. This is the first piece of my overall program to 
seek fundamental reform of the regulatory practices which 
govern the economics of the entire transportation industry. 
I hope you will move quickly on other legislative proposals concerning motor carriers and aviation. 

The Highway bill is also nearly ready for submission. 
The Governors I have recently conferred with are anxious 
to support our proposal of allowing the States to pick up 
1¢ of the gas tax. However, the proposal to extend the 
Trust Fund only for the Interstate System will be very 
controversial. You will need to work closely with Bob 
Jones and Bill Harsha on the House Public Works Committee 
and Jennings Randolph and Howard Baker in the Senate. 

C~cerning mass transit, I kn~ that there will be pressure 
for new legislation, especially in light of the energy prob
lem. I worked very hard in the closing days of the 93rd 
Congress to get the Mass Transit Act passed. That Act '"ill 

~~,'"vovide $11.8 billion over the next six years for mass 1'9 
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transit, and this represents a major increase in Federal 
funding. I do not believe we need more funds but, rather, 
that Act must be administered vigorously, but carefully, 
by your Department. We must not get into another situa
tion like the Washington Metro system which results in 
massive overruns and a commitment of more taxpayer 
dollars to one city than we possibly can afford. 

EXAMPLE: Metro was originally expected to cost 
$2.3 billion and the current estimate is $4.5 
billion to complete the entire system. 

..... 
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MEMORANDUM FOR: Jim Cannon 
l -0 -s) 
\ .. ~ ~ 
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';~ / 

FROM: 

SUBJECT: 

Dick Dunham 
Jim Cavanaug 

....._____-" 

Possible Approach for Dealing with 
Auto Emission-Fuel Economy Legislation 

The intent of Glenn Schleede's proposal appears 
to have been generated by the Senate Public Works 
Committee staff. I suspect that their motives are to 
delay resolution of the issue for a year or two. 

It is our recommendation that,since one of the 
elements of the decision relating to the catalytic 
converter has been resolved and there are several 
pending studies, including OMB's study and Dr. Marks' 
study, we do not encourage the Senate Public Works 
staff people at this stage. Therefore, we recommend 
that you disapprove Glenn Schleede's recommendation. 
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DOMESTIC COUNCIL CLEARANCE SHEET 

TO: 

VIA: 

FROM: 

., 
SUBJECT: 

COMW...ENTS: 

JIM CANNON 

DICK DUNHAM 

JIM CAVANAUGH 

DATE: April 2, 1975 

JMC action required by: Before leaving 
foL Calif. 

--

Possible Approach for dealing with auto 
emission-fuel economy legislation 

I discussed this with Mike Duval by phone. He supports 
the idea of continuing the discussions with Barry Meyer 
and specifically supports my proposals to (a) review 
this with Jack Marsh's staff as soon as possible, and 
(J:5) have me meet as somr as po!!lsible 'Vtith Barry Mey~r, 
Bill Kendall or Pat O'Donnell and Public Works Commlttee 
minority staffer Bailey Guard. r·~~~ to set that up 
for Tomorrow or Friday. 

RETURN TO: 

Material has been: 

-- Signed and forwarded 

Changed and signed (copy attached) 

Returned per our conversation 

Noted --

Jim Cannon 



THE WHITE HOUSE 

WASHINGTON 

April 2, 1975 

MEMORANDUM FOR: JIM CANNON 

FROM: 

SUBJECT: 

~EDE 
Possible Approach for Dealing with 
Auto Emission and Fuel Economy 
Legislation 

Last night, a good acquainta~eof mine (Dick Grundy) who works 
for Senate Public Works Committee Chairman Jennings Randolph 
put forth informally (on behalf of Committee Counsel Barry 
Meyer) the outlines of a possible plan for Administration
Senate Public Works Committee cooperation that would lead to 
legislation by early August on the auto emission-fuel economy 
issue. I believe the plan approach has enough merit to warrant 
further exploration -- along the lines outlined below. 

This memorandum is to: 
Describe the situation on the hill as seen by Grundy. 
Outline the basic approach he and Meyer are suggesting. 
Bring you up to date on the status of executive branch 
deliberations and schedule on auto emissions. 
Suggest next steps for your consideration. 

If we are to pursue the approach, we would have to proceed 
quickly. 

The Congressional Situation 

Timing for Congressional Action. Contrary to earlier 
assessments, the committees responsible for the Clean Air 
Act (House Commerce, Senate Public Works) are counting on 
final Congressional action on auto emissions legislation by 
early August. This apparently will be in time for auto 
companies to make decisions on 1977 models. 

House Commerce Committee. Rogers' and Dingell's subcommittees 
are marking up Clean Air Act and fuel economy bills and 
currently plan to report something out -- at least on Clean 
Air by next Wednesday (April 9). Apparently the objective 
is to have final House action on a bill before the Senate 
Public Works Committee begins detailed hearings on auto 
emissions. 
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Senate Commerce-Fuel Economy. A bill probably will be 
reported in the next few weeks establishing some kind of 
mandatory fuel economy standards. Public Works has an 
agreement that any such bill will be referred to them 
before going to the floor. Public Works intends to make 
sure that the auto emissions and fuel economy requirements 
are consistent and believes it still has the clout to do so. 

Senate Public Works. According to Grundy: 
Hearings on Clean Air legislation will begin about 
April 17, first covering all issues and then zeroing 
in on auto emissions in early May. 
All members are very conscious of the whole automobile 
dilemma -- made critical by the catalytic converter 
problem -- and recognized that they must act quickly, 
perhaps even to avoid losing jurisdiction. 
Senator Muskie, who has dominated all previous Senate 
actions on Clean Air: 

Will be amenable to an approach which avoid public 
confrontation with the Administration or with 
other critics of his tough stand on auto emissions. 
Is concerned about the impact of this issue on his 
reelection chances in 1976. 
Now can command no more than 5 or 6 votes on the 
Committee. 

Senator Baker will be anxious to find a political way 
out of the current situation. 

Most members recognize ~hat: 
Auto emissions, fuel economy, auto sales, auto 
industry employment, etc., are inextricably tied 
together. 
Neither the Committee nor the Administration will 
have much public credibility on the auto emissions 
issue. 
There is a strong need to get alternatives and 
impacts of each laid out in a way that they can be 
understood. 

Possible Administration-Committee Cooperation 

Basic Approach. The basic approach outlined by Grundy is 
quite simple though not flawless. It calls for: 

Administration-Public Works Committee leadership 
(Randolph, Baker, Muskie and Buckley) agreement that: 

Neither side will take a public position on the 
auto emissions standards at this time. 
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Hearings held by the Committee would focus on 
identification of realistic alternatives and 
collecting information on the implication of 
each. 
Turning information over to the National Academy 
of Sciences for compilation of a single "white 
paper" which lays out the facts that are available 
but does not make recommendations.* 
Once the Academy reported, all parties could take 
positions on the answer they thought best and the 
matter would be resolved in the normal legislative 
process. 

Reaching Committee-Administration Agreement on Approach. 
Several steps are envisioned, including: 

,.';c.·. 
An early meeting with Barry Meyer to round out the 
proposal. 

/~ , I ,.1 
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A broader meeting involving other staff from the 
Committee and key agencies (EPA, FEA, DOT}. 
If it appears desirable, a meeting between Zarb 
Train with Randolph and other leaders. 

\·~ y:a..i 
\:-- ~ 

and ,..._ . 

A meeting of the Committee leaders with the President 
and issuance of a public statement describing the 
approach that will be followed. (This step would be 
desired by the Committee but may prove either 
unnecessary or undesirable to the Administration.} 

Advantages of the Approach. If it can be worked out, I 
believe this approach would have the distinct advantage 
of keeping open some auto emission standards options (e.g., 
maintaining 1975-76 standards for the next five years} which 

The justification for Academy involvement would be: (a} lack 
of credibility by either the Congress or the Administration 
on the issue, (b) the Academy has done several detailed 
studies in this area over the past 18 months, and (c) there 
is no one else to turn to. There are problems with the 
Academy proposal that we would need to address since it, 
too, has weaknesses and lacks credibility in some quarters 
on this issue. It has little capability to deal with the 
economics of the situation or prepare a paper that will be 
understandable by the Congress and the public. One solution 
might be to supplement the Academy's involvement with help 
from other sources. 
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make great sense from a cost benefit point of view but~ ! 
which could become lost as the Administration or the ~ ~ 
Committee try to outdo each other in the political arena 
before the facts are laid out. 

Disadvantages of the Approach. On the other hand, it 
sounds pretty clear that the Committee is looking for a 
politically acceptably way out on the auto emissions issue 
and the Committee might find it to their advantage to 
abrogate any kind of agreement that was worked out. 

Status of Executive Branch Activities 

Interagency Review. The OMB-led interagency review is 
proceeding on schedule with a draft OMB staff option 
paper expected on Friday, April 4 and a final paper on 
Monday, April 7. This paper should lay out the air 
quality, public health, fuel economy, technological 
options and economic impact of six alternative sets of 
auto emissions standards. OMB expects to zero in on 
the issue of: 

The 1977 NOX standards -- 3.1 vs. 2.0 grams per mile. 
The 1978-81 standards for HC, CO, NOX and sulfates -
the last of which could determine the future of the 
catalyst. 

Yesterday's meeting of the group demonstrated the lack of 
both facts and agreement on the best option. 

ERC Review. Current plans for the OMB-prepared option 
paper to go to the Executive Committee of the ERC for 
review and recommendation to the President by April 11. 

Suggested Next Steps 

For your consideration, I suggest that we proceed as follows: 

Discuss the matter promptly with Jack Marsh's staff and 
Frank Zarb. 

Set up a meeting with Barry Meyer and the Senior Minority 
Committee staffer and Bill Kendall or Pat O'Donnell to 
(a) make sure that the proposal from Grundy is genuine, 
(b) round out the basic approach, and (c) make sure that 

Meyer can deliver the Committee leadership's support for 
the approach if we can agree at the staff level. 
Immediately thereafter bring in Russ Train and others 
concerned on the discussion. 



April 7, 1975 

l•Z!·D HANDUM 

Subject: NSF Study for the Domestic Council of Auto Emission Standards 

We understand that the Domestic Council has co~~issioned the National 

Science Foundation to perform a study of automobile emission standards. 

In addition to apparently ignoring the existing, objective sources of 

information and expertise within the government on this subject, such as 

the Bartlesville Energy Research Center of the Energy Research and Developm~t 

Adwinistration, any study by the National Science Foundation will undoubtedly 

suffer from biases engendered by an excessively theoretical and academic 

orientation; i.e. the people involved are unlikely to have any practical 

. 
experience in the problems of trying to implement from an engineering and 

business point-of-view the various solutions to be considered. Since there 

are good reasons for not having the study done by industry, we suggest 

that an Advisory Co!lllTlittee to" the Domestic Council be appointed with 

representatives from the academic, automotive and refining areas. To 
i" 

some extent such a Co~mittee would have a parallel in the'Dlue Ribbon 

Panels" of the 1>1agruder Study of ,Technological Opportunities. 

He can suggest some possible p1embers of such a Committee, if desired. 

Henry Bellmon 

: 




